1715

A meeting of the Board of Governors of the Federal Reserve

Syst,
®M Was held in Washington on Friday, October 26, 1945, at 11:00
a.m,

PRESENT: Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. Draper

Mr. Carpenter, Secretary
Mr. Connell, General Assistant,
Office of the Secretary

The action stated with respect to each of the matters herein-
°F Teferreq to was taken by the Board:
- Telegrams to Mr. Flanders, President of the Federal Reserve
: a BostOH, Mr. Treiber, Assistant Vice President of the Federal
i Bank of New York, Mr. Keesee, Secretary of the Federal Reserve
oznitlini:chmond Mr. McLarin, President of the Federal Reserve Bank
of oy M, Dillard, Vice President of the Federal Reserve Bank
°3go, My, Stewart, Secretary of the Federal Reserve Bank of St.

L°ui
Mr,
o P°Well First Vice President of the Federal Reserve Bank

of

lﬁnneapolls’
ansas City’
D&Las e,
San

Mr. Johns, Secretary of the Federal Reserve Bank of
¥r. Gilbert, President of the Federal Reserve Bank of

. Earhart, Vice President of the Federal Reserve Bank of

out "Melsco, Stating that the Board approves the establishment with-
the “nge by the Federal Reserve Bank of Chicago on October 22, by
23, by "8l Reserve Banks of St. Louis and San Francisco on October

the
oty Federa) Reserve Bank of Atlanta on October 21, by the Fed-

ReSe
TVe Banks of New York, Richmond, Minneapolis, Kansas City,
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ang Dallag on October 25, 1945, and by the Federal Reserve Bank of

Boston today of the rates of discount and purchase in their existing
SChedul eg,

Approved unanimously.
Memorandym dated October 25, 1945, from Mr. Bethea, Director
. the DiV'iSion of Administrative Services, recommending that the
" approve the appointment of Mrs. Gloria Jenkins as a cafeteria

he
Lper in that Division on a temporary basis for a period of not to

X
°oed two Months, with salary at the rate of $1,440 per annum, effec-

v
® October 25, 1945. The memorandum stated that it was not contem~

Pl :
ted that Mrs, Jenkins would become a member of the Board's retire-

Ing

cat System,

Approved unanimously.

Letter to ir, Sproul, President of the Federal Reserve Bank ot

New York

» reading as follows:

of o e, Szymezak has referred to the Board your letter
papie Ober 23 regarding the probability that the State De—
Tment winy request the services of Mr. Frank Tamagna
n your stars in Tokyo. The Board has no doubt that Mr..
tg? fna's services will be useful to the American authori-
eas there and sees no objection to his being granted a
ap e of absence without pay by your Bank for a period of
&nirom‘mately six months, assuming, as you say, that the
iCipa

ted request is made by the State Department."
Approved unanimously.
o Telegram to Mr. Leland, Chairman of the Federal Reserve Bank
N

) ca
go, reading as follows:
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"Retel October 25. Board approves appointment by
your Board of Directors of Charles B. Dunn as First Vice
PFESident of the Federal Reserve Bank of Chicago, effec-
tive October 25, 1945, for the unexpired portion of the
term ending February 28, 1946.

"Board also approves salary fixed by your directors
for Mr. Dunn in the new position at the rate of $20,000
Per annum for the period ending February 28, 1946.

"It is understood that announcement of appointment
i1l be made by your Bank, no announcement, other than
in the Bulletin, being made here."

Approved unanimously.
Letter to Mrp. Wiltse, Vice President of the Federal Reserve
of New York, reading as follows:

"In accordance with the recommendation contained in
Mr. Sheehan's 1letter of October 18, 1945, the Board of
OVernors approves the establishment and operation of a
°§&nch in Depew, New York, by The Marine Trust Company
o Duffalo, Buffalo, New York. It is noted that formal
oﬁpr°val of the appropriate State authorities has been
g ‘ained and it is understood that Counsel for the Re-
°TVe Bank has reviewed and is satisfied as to the le-
solity of all steps taken to establish the branch which
T® complete with the foregoing approval of the Board."

Approved unanimously.

Letter to the Banco de Mexico, S. A., Mexico, D. F., reading
ag follows :

"This will acknowledge with thanks your letter of

®r 16 informing us that, in accordance with the ar-

oinsement agreed upon, your Bank has sold 13,200 shares
he Pan American Trust Company to Nacional Financiera,

tﬁat" and the Banco Nacional de Comercio Exterior and

ChaSeh’hho additional shares have been sold to other pur-

Octop

hig TS, It is understood from Mr. Sproul's report of
tiat?onVGPSation with Mr. Villasenor that you are nego-

€ some larger transactions which should bring about

a
ToTe rapid rate of divestment during the next four
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Mg°nth8 and accomplish the program as contemplated by

thrCh 1, 1946. We shall look forward with interest to

ce;bcommunication which you say you will send us in De-
€r regarding further progress in the transfer of the

1 American Trust Company stock.”

Approved unanimously.
Letter to Mr. N. C. Lenfesty, Vice President and Cashier of

The
tionay City Bank of New York, New York, New York, reading as
f°ll°ws:

OCtob"This will acknowledge with thanks your letter of
Your gr 18, 1945, advising that the Hongkong Branch of
vank was reopened for business on October 15, 1945.
19,5 ﬁs indicated in Mr. Shaw's letter of September 18,
> 1% is understood that, when the officer in charge
pl&teg Branch makes his report to your office as contem-
ran by Regulation M, a copy of that report will be
Siitted to the Federal Reserve Bank of New York."

Approved unanimously.
Letter to Mr. Fletcher, Vice President of the Federal Reserve
of
Cleveland, reading as follows:

y°:£n accordance with the recommendation contained
the ) le?ter of October 15, 1945, the Board approves
ver gb}lshment and operation of a branch in Rocky
Ohig ’ Ohio, by The Cleveland Trust Company, Cleveland,
> With the understanding that counsel for the Reserve
of alylll review and satisfy himself as to the legality
Steps taken to establish the branch."

Approved unanimously.
Letter to Mr. Fletcher, Vice President of the Federal Reserve
o Cleveland, reading as follows:
Bank’?This refers to the application of 'The Mount Union

Ciary liance, Ohio, for permission to exercise fidu-
Powersg,
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"In view of the information submitted by you, and
in accordance with your recommendation, the Board of Gov-
grnors of the Federal Reserve System grants the applicant
Permission under the provisions of its condition of
Tembership numbered 1, to exercise the fiduciary powers
Quthorized under its articles of incorporation and the
WS of the State of Ohio. The Board's approval is given
:“bjeCt to acceptance by the bank of the following stand-
sid conditions prescribed in connection with the admis-
O to membership of State banks exercising fiduciary
Powers:
1. Such bank shall not invest funds held by
it as fiduciary in stock or obligations
of, or property acquired from, the bank
or its directors, officers, or employees,
or their interests, or in stock or obliga-
tions of, or property acquired from, af-
filiates of the bank.
2. Such banks, except as permitted in the
case of national banks exercising fiduciary
powers, shall not invest collectively funds
held by the bank as fiduciary and shall
keep the securities and investments of
€ach trust separate from those of all
other trusts and separate also from the
Properties of the bank itself.
3. If funds held by such bank as fiduciary
are deposited in its commercial or savings
department or otherwise used in the con-
duct of its business, it shall deposit
with its trust department security in the
Same manner and to the same extent as is
required of national banks exercising fi-
nss duciary powers. )
trusy poocC 1t is understood that in the State of Ohio
are ,._nds deposited in the banking department of a bank
Preferred claims in event of liquidation of the bank,
zatioie duthorized, in accordance with the general authori-
With o Previously granted by the Board, to waive compliance
noticeondltlon of membership numbered 3 herein until further

t
Alliaéyou are requested to advise The Mount Union Bank,
€, Ohio, of the Board's action and to obtain an
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"&ppr°Priate resolution of the board of directors of the
accepting the conditions listed above and forward a
certifieq copy thereof to the Board."

Approved unanimously.

Letter to the "Mercantile Bank," Hammond, Indiana, reading as
fo]lOWs :

"The Board of Governors of the Federal Reserve Sys-
tem hag considered the application for permission to ex-
Creise fiduciary powers made by you on behalf of the Mer-
*&tile National Bank of Hammond, Hammond, Indiana, the
28%ional bank into which the Mercantile Bank, Hammond,
bn ana, is to be converted, and grants such national

8uthority, effective if and when it is author%zed
57 the Comptroller of the Currency to commence business,

° @ct, when not in contravention of State or local law,
o trustee, executor, administrator, registrar of stocks

: bonds, guardian of estates, assignee, receiver, com-
2:t €e of estates of lunatics, or in any otyer fiduciary
coP8City in which State banks, trust companies or other
b°rporations which come into competition with national
of 8 are permitted to act under the laws of the State
to Indlana, the exercise of all such rights to be subject
latthe Provisions of the Federal Reserve Act and the regu-
SYS%:;S of the Board of Governors of the Federal Reserve

Tngy, "After the conversion of the Mercantile Bank, Hammond,
con, 4na into the Mercantile National Bank of Hammond be-
thoes effective and the Comptroller of the Currency au-
re izes the national bank to commence business, you are
Juested to have the board of directors of the national
miSSiad°Pt a4 resolution ratifying your applicati?n_for per-
of on to exercise fiduciary powers, and a certified copy
Paqepey SS0Lution so adopted should be forwarded to the
Boapy — Reserve Bank of Chicago for transmittal to the
hasrg for its records. When a copy of such resolution
ing °en received by the Board, a formal certificate cover-

Wlllthe national bank's authority to exercise trust powers
be forwarded, "

Approved unanimously.
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Telegram to Mr. Sawyer, Manager of the Security and Loan De-
Pap :
tment, of the Federal Reserve Bank of Boston, reading as follows:

"Re your letter October 22. All information we

on Rock Island bonds indicates cash distribution

ds & part of settlement for both principal and interest

r“e °n bonds under reorganization plan, that holders also

C§CeiVe bonds and stock, and that amounts payable on ac-

c°2n? of interest are not segregated or identified. Ac-

cusgln€1Y’ we do not believe that cash could be paid to
omer as interest received on the old bonds within

© Meaning of section 6(g)."

have

Approved unanimously, together with
a similar telegram to Mr. Mangels, Vice
President of the Federal Reserve Bank of
San Francisco.

Letter to the Presidents of all the Federal Reserve Banks read-
g€ ag f0110w8:

Regul:Inqniries have been received as to the effect of

for t on U in two situations: (1) an unsecured loan
Stan € purpose of purchasing registered stock is out-
1°an ; € and the customer wishes to obtain an additional
(2) o Or the same purpose which is to be secured by stocks;
ang selO&n for the purpose of purchasing registered stocks
to obtm-1red by stocks is outstanding and the customer wishes
is notaln an additional loan for the same purpose which
Ceptiq to be secured by stocks. None of the loans are ex-—
"gs as described in section 2. .
the addn ?he first case, the bank must obtain, at the time
2t 1o itional loan is made, collateral having loan value
collatst €qual to the amount of the additional loan. No
Secu:r is required to be provided at that time for t@e
of °011ed loan, but thereafter withdrawals and substitutions
Ingepy, teral will be governed by the status of the entire
the chdneSS, both secured and unsecured, as related to
"llateral for the secured loan.
Cureg ln he second case, the bank mey not make the unse—
Outsta °§n, but, unless excess collateral is held for the
Loay 5 4ing loan, must obtain, at the time the additional
8 Made, collateral having loan value at least equal
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"to the amount of the additional loan. Thereafter, with-

drawal s and substitutions of collateral will be governed

57 the status of the entire indebtedness, including both

he new and the old loan, as related to the collateral

or both loans.

"These results follow from the language of the second

Paragraph of section 1 which provides that the entire in-

gebtedness for the purpose of purchasing or carrying regis-—

°red stocks shall be considered a single loan and all

¢ollatera] securing such indebtedness shall be considered

Ogether in determining compliance with the regulation.

in =S accordingly of no consequence that a portion of the
‘®btedness is technically unsecured if there is a portion

notCh is secured by stocks. Furthermore, the results do

i depend upon the existence of a 'general pledge agree—

; by which all collateral and property of the borrower

:3 the possession of the bank is subject to the lien of

a °ry loan to the borrower. Consequently, the rules are

Pplicable even where there is no such agreement.

loan. Tt Will be noted that in these cases both of the

teins are for the purpose of purchasing or carrying regis-

sited Stocks and neither is excepted by section 2. If the

exguatiOH involves a loan for another purpose or a loan

agrepted by section 2, the existence of a general p}edge

Whe:ement may become relevant as may also the question of

eralher Or not there has been an identification of collat-

Pursuant to section 3(n)."

Approved unanimously.

Letter to the Presidents of all the Federal Reserve Banks read-
g as follOWs:

Way D:ihere is enclosed a copy of a memorandum from the

o o artment, dated October 23, 1945, signed by Colonel
Finanee Mechem, Chief, Special Financial Services Division,
relat?e Department, regarding the policy of t@e Services
194 V€ to requiring the elimination of Section 6 of the

of . 3d 19,3 forms of guarantee agreement as a condition
mentslversx modifications and consents under the loan agree-

"Since the adoption of the 1944 V loan guarantee
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"ag?eement certain changes in credit agreements, in addi-
on to extensions of maturities referred to in Explanatory
Ote 5, have been of such a character that the Services

have conditioned their approval on the elimination of Sec-

néoz 6 from the 1942 and 1943 forms of the guarantee agree-
nu,

"For the guidance of the Federal Reserve Banks, the
Policy of the Services in this respect is set forth in
€ attached memorandum, which, as you will note, is con-
Urred in by the Navy Department."

Approved unanimously.

UYemorandum dated October 22, 1945, from Mr. Smead, Director
°f the Division of Bank Operations, recommending that the Board ap-
Prove the draft of Form F.R. 105 and of related revised instructions
8ttacheq to the memorandum for use in obtaining reports of condition
°f State Member banks on the forthcoming end-of-year call. It was

derstoog that the Comptroller of the Currency and the Federal De-

Pog .
it Insurance Corporation expected to make similar changes in their

Approved unanimously, together with
a draft of letter of instructions to the
Presidents of all the Federal Reserve
Banks in connection with the revised call
report form.

Memorandum dated October 22, 1945, from Mr. Carpenter recom-—

Men g4

ting that the Board authorize the payment of the cost of a sten-
le"a
0 1 Teport of the Conference of Chairmen which is to be held on
Qtobe
N T 29 anq 30, 1945, as well as the expense of the dinner at the
t&tler HO tel

& which is being arranged for the night of October 29 and
Ny

ot . .
hex Minor expenses that may be incurred in connection with the
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Cont
°rence. The memorandum also recommended that the necessary amounts
bEa
dded to the appropriate items of the budget to cover these ex-
Penses,

Approved unanimously.

Thereupon the meeting adjourned.

W@

Secretary.

Vice Chairman.






